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Soviet Bid to Buy U.S.
Banks s Still aMystery

Thwarted Scheme in *7

Believed Part of Effort
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By JOHN M. BRODER, Times Staff Writer

A decade after U.S. intelligence
gﬁwéﬂ@ a secn! ?ﬂet én to
ain contr: our Northermn -
i can 1cials
remain unce%ow‘s mo-
tives, though some now charge the

tives, some now ¢ e the

uves, though some now charge th
plot was an attempt to steal sensi-
tive Si ey technology.

Others familiar with the case,

however, say the Soviets may have .

been pursuing inside knowledge of
the American financial system or
simply a quick buck.

The complex Soviet scheme in-
volved two Singaporean business-
men and several intermediate fi-
nancial institutions to finance the
purchase in 1974 and 1975 of small
banks - in Burlingame, Fresno,
South Lake Tahoe and San Fran-
cisco.

According to military and intelli-
gence analysts quoted in an article
_in Sunday’'s New York Times, the
Soviet plan was part of a larger
effort to covertly obtain Western

scientific and military technology.

e € viets hoped
to use the banks to gain access to
blueprints or other information at
high-technology firms that were
customers of the banks.

But other sources contacted
Sunday questioned whether

high-technology firms would share
sensitive scientific data with their
bankers and noted that dozens of
foreign financial institutions in-
vested in U.S.—and particularly
California—banks during the
mid-1970s for purely financial rea-
sons. .

And, according to his lawyer,
Singapore businessman Amos
Dawe, one of the middlemen in the
deal, said the Soviets wanted the
banks chiefly to learn about the
computer technology of American
banking and to gain entry into the
Federal Reserve Bank system,
with its detailed data about the U.S,

economy and financial structure.
:According to federal court pa-
pers, the plan fell apart after the
Soviets had supplied $1.8 million in
down payments on three banks: the
Penjnsula National Bank in Burlin-
game, the First National Bank of
Frésno and the Tahoe National

Bank in South Lake Tahoe. The

banks have since been acquired by
the Central Banking System, based
in San Francisco.

The Soviets also sought partial
control of a fourth bank, the Cami-
no California Bank in San Francis-
co,.the court records show.

The attempted purchases were
not illegal under current American
law.

The money for the investments
came from the Moscow Narodny
Bank branch in Singapore, and the
attempted purchases were carried
out by two middlemen, Dawe and
an associate, Y. T. Chou. Dawe is in
jall in Hong Kong, and Chou's
whereabouts are unknown.

The money was channeled
thtough financial institutions in
Panama and Nashville, presumably
to disguise its source, according to
documents filed in U.S. District
Coyrt in San Francisco in a case
against Dawe. He was charged with
illegal transfer of funds in connec-
tion with the aborted bank pur-
chases and for using collateral that
had been pledged in other loans.

The U.S. charges against Dawe
were dropped in 1979 and he was
extradited to Hong Kong, where he
fa¢etl fraud charges in connection
with the Soviet bank deal. He
began serving a six-year term in a
Hong Kong jail in 1984 for those
offenses, according to one of his
U.S. attorneys, Cliff M. Palefsky of
San Francisco.

The plot was unearthed by a CIA

agent in Singapore who noticed an

unusual pattern of lending between
Sowet and Singapore banks. The

wag publici in a Sin, e
financial newsletter and quickly
Jell-apart, according to the New
York Times account.
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suspect that the Soviets tried to
buy.the banks to gain technical
information or exert leverage on
American businessmen involved in
sensitive projects. The Peninsula
bank, in particular, counted a num-
ber of high-technology firms and
their executives among its custom-
e

The leading proponent of this
theory is Assistant. Secretary of
Defense Richard N. Perle, the
Pentagon’s top international secy-
rity~ official. He has been on a

crusade for several years to stem |

the unauthorized export of West-
ern-technology to the Soviet Union.
But Stephen Bryen, deputy un-
dersecretary of defense for trade
security policy, acknowledged
Sunday that there is no firm evi-
dende as to why the Soviets tried to
buy the banks.
bwever, he said that “while
there’s no single document we can
hold up and say, ‘this is their
master plan,’ there are these facts:
These were minor banks in Silicon
Vailey that were in trouble, and the
effort to buy them coincided with a
period when the Soviet consulate in
Sam Francisco was extremely ac-
Live in trying to recruit people (for
espionage). Why else would the
Nayodny Bank want to buy them?
It doesn't have money to throw
around.”
Sen. Daniel Patrick Moynihan
Dmmmgm
f‘rﬁm—c—“'a*— gence Committee, said in an
interview Sunday that the at-
tempted bank puschases T e s
larger pattern of Soviet attempts to
obtain estern technology by

means subtle and overt. He said the

Soviets are unlikely to abandon
efforts to infiltrate the U.S. finan-

cial system because of this defeat.
“rrom what ] know of the

subject, you can be absolutely cer-

tain the Soviets will try _again in

continued
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